

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		

		
            

		
		
		

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
							
								
								Copy DOI
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	Sunk Costs, Market Structure and Growth

	
    
        
            
            







    
    










    
    
    
    











			
        

    
	

	
	
		
		
			33 Pages
		
		

		Posted: 26 Nov 1997
		
		
		
	

	
		
			
			




	See all articles by Pietro F. PerettoPietro F. Peretto
Duke University - Department of Economics; Duke Innovation & Entrepreneurship Initiative


		

	
	
	
	
	



	
	
	
	
		
		
	
	
		
			Date Written: August 1995

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		I discuss a model of endogenous innovation that brings to the forefront the in-house R&D activity of the modern corporation. In a symmetric oligopoly, firms undertake cost-reducing R&D subject to a research technology with incomplete spillovers. Concentration of sales and R&D resources determine the optimal scale and the efficiency of firms' R&D operations and, thus, the rate of productivity growth. In addition, R&D expenditures (a sunk cost) are one component of total fixed costs and determine the number of active firms in zero-profit equilibrium. This feed-back makes the price, investment, entry, and exit decisions interdependent. A rich characterization of the balanced growth path, defined as the rate of growth and the number of firms that the market supports in general equilibrium, emerges. Multiple equilibria may exist and firms' expectations about rivalry determine the economy's performance. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
	

	
    

    
	

	
	
		JEL Classification: E10, L16, O31, O40

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Peretto,  Pietro F., Sunk Costs, Market Structure and Growth (August 1995).  Available at SSRN: https://ssrn.com/abstract=37751 or http://dx.doi.org/10.2139/ssrn.37751 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Pietro F. Peretto (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Duke University - Department of Economics  ( email )

			

			
			
				
				
				
					213 Social Sciences Building
Box 90097
Durham, NC  27708-0204
United States
919-660-1807 (Phone)
919-684-8974 (Fax)

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
						
						


						
					
					
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Duke Innovation & Entrepreneurship Initiative  ( email )

			

			
			
				
				
				
					215 Morris St., Suite 300
Durham, NC  27701
United States

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      306

			

		
		
		
			Abstract Views

			    2,823

		

		
		 
		
			Rank

			  180,246

		

		
	


	
		
            
            	        5 Citations
		

	

	
		
			
				       38 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Cost Reduction, Entry, and the Dynamics of Market Structure and Economic Growth

                        
                            By
                                
                                
                                    
                                    Pietro F. Peretto
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Variety, Spillovers and Market Structure in a Model of Endogenous Technological Change

                        
                            By
                                
                                
                                    
                                    Pietro F. Peretto
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Growth, Market Structure, and the Welfare Effects of Economic Integration

                        
                            By
                                
                                
                                    
                                    Pietro F. Peretto
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Specialization, Knowledge Dilution, and Scale Effects in an Io-Based Growth Model

                            
                                By
                                    
                                    
                                        
                                        Pietro F. Peretto
                                         and 
                                    
                                        
                                        Sjak Smulders
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Investment in Knowledge and Capital in Oligopoly: Balanced Growth, Poverty Traps and Indeterminacy

                            
                                By
                                    
                                    
                                        
                                        Pietro F. Peretto
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Firm Size, Rivalry and the Extent of the Market in Endogenous Technological Change

                            
                                By
                                    
                                    
                                        
                                        Pietro F. Peretto
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            On Rivalry, Variety and Spillovers in Endogenous Growth

                            
                                By
                                    
                                    
                                        
                                        Pietro F. Peretto
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Trade Liberalization, Competition and Growth

                            
                                By
                                    
                                    
                                        
                                        Omar Licandro
                                         and 
                                    
                                        
                                        Antonio Navas
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            R&D in the Network of International Trade: Multilateral versus Regional Trade Agreements

                            
                                By
                                    
                                    
                                        
                                        Mariya Teteryatnikova
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l100 in   0.088 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		

		
		
		
		
		
		
		
		
		
		
	
